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Annual Meeting 

ihe Annual Meeting of the company 
will be held on Tuesday, January 11, 
1977 at 11 a.m. in the V.I.P. Room of 
the Four Seasons Sheraton Hotel, 
The Sheraton Centre, Queen Street, 
Toronto, Ontario. All shareholders 
and those interested are welcome to 
attend. 
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Financial Highlights 


1975 


Sales 

Profit from operations 
Net profit for the year 
Working capital 


Earnings per common share: 


Basic 
Fully diluted 
Dividends paid: 
Common 
Preference 
Record of Growth 
Earnings 
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counsel of your Board of Directors, 
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Company’s Bankers, the assistance 
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success. With these continued 
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challenges of 1977 with confidence. 
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Chief Executi ive Officer. 
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Chief Operating Officer. 


December, 1976 
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Consolidated Statement of 
Income and Retained Earnings 


Year Ended July 31, 1976 (with comparative figures for 1975) 


1976 1975 


Sales 


Income before the following 


Deduct: 
Depreciation 
Interest on long-term debt (including 
amortization of debenture issue expense) 
Other interest expense 
Gain on retirement of sinking fund debentures 


Income before income taxes and minority interest 


Income taxes (note 1) 


Income before minority interest 


Minority interest 
Net income for the year 


Retained earnings, beginning of year 


Deduct dividends: 
Preference shares 
Common shares 


Retained earnings, end of year 


Earnings per share: 
Basic 


Fully diluted 


(See attached notes) 7 
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Magna 
International 
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(Incorporated under the laws of Ontario) 
and its subsidiary companies 


Consolidated Balance Sheet 


July 31, 1976 (with comparative figures at July 31, 1975) 


ASSETS 
1976 1975 


Current assets: 
Cash 
Accounts receivable 
Inventories, valued at the lower of cost or net realizable value (note 1) 
Prepaid expenses 


Total current assets 


Fixed assets, at cost: 
Land 
Buildings 
Machinery and equipment 


Less accumulated depreciation (note 1) 


Other assets: 
Mortgages receivable 
Excess of purchase price of interests in subsidiary companies over 
fair value of underlying net tangible assets (note 1) 
Debenture issue expense, at amortized cost 


On behalf of the Board: 
Pia: “a “i on Director 
fubue Pu fuldn Director 
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LIABILITIES 


i975 


Current liabilities: 
Bank indebtedness (accounts receivable and inventories 
pledged as security) 
Accounts payable and accrued charges 
Income and other taxes payable 
Excess of progress billings over costs incurred 
Long-term debt due within one year 


Total current liabilities 
Deferred income taxes (note 1) 
Deferred income (note 1) 
Long-term debt (note 2) 
Minority interest in subsidiary companies 


Shareholders’ equity (note 3): 
Capital stock 


Authorized: 
9,031 6%2% cumulative sinking fund preference shares with a 
par value of $100 each, redeemable at $105 


1,000,000 common shares without par value 


Issued: 
1,531 preference shares (1975 — 1,568 shares) 


580,999 common shares (1975 — 572,000 shares) 


Retained earnings 


(See attached notes) re) 


A 


Magna 
International 
Inc. 


and its subsidiary companies 


Consolidated Statement of 
Changes in Financial Position 


Year ended July 31, 1976 (with comparative figures for 1975) 


1976 1975 


Sources of working capital: 


From operations 
Net income for the year 
Charges to net income which do not reduce capital, including 
depreciation, deferred income taxes, amortization and minority interest 


Notes payable 

Mortgages payable 

Common shares issued during the year 
Capital assistance grants 

Mortgage payments received 


Uses of working capital: 
Additions to fixed assets 
Decrease in long-term debt non-current portion 
Dividends 
Redemption of preference shares 


Increase in working capital 
Working capital, beginning of year 


Working capital, end of year 
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Notes to the 


Consolidated Financial Statements 


July 31, 1976 


1. SIGNIFICANT ACCOUNTING POLICIES 

Principles of consolidation 

The consolidated financial statements include the accounts of Magna 
International Inc. and its subsidiaries, some of which have a minority 
interest. 


Monetary assets and liabilities of the Company’s U.S. subsidiary, 
Dieomatic Inc., are translated into Canadian dollars at year-end rates. 
Non-monetary assets of Dieomatic Inc. are translated into Canadian 
dollars at rates prevailing at dates of acquisition. 


Inventories 

Inventories are valued at the lower of cost or net realizable value, with 
cost being determined substantially on a first-in, first-out basis. 
Inventory values are as follows: 


1976 1975 

Raw materials and supplies $2,975,016 $2,998,090 
Finished and in process 4,509,661 3,887,978 
$7,484,677 $6,886,068 


Construction contracts 

Profits on contracts in the Company’s construction division are 
accounted for under the completed contract method. If it is recog- 
nized that a contract in progress will be completed at a loss, full 
provision for such loss is made in the year it is recognized. 


Depreciation 

Depreciation generally is provided on a straight-line basis over the 
estimated useful lives of assets at annual rates of 5% for buildings and 
10% for equipment. 


Excess of purchase price of interest in subsidiary companies 
over fair value of underlying net tangible assets 

For acquisitions to date (all of which occurred prior to 1974) the value is 
being carried in the accounts at cost without amortization since, in the 
view of management there has been no impairment in such value. For 
future acquisitions in accordance with the recommendations of the 
Canadian Institute of Chartered Accountants, the value will be amor- 
tized by charges to earnings over future periods. 


Income taxes 

In accordance with generally accepted accounting principles, the 
Company follows the tax allocation method of providing for income 
taxes. Where appropriate, maximum capital cost allowance Is claimed 
for income tax purposes and a related provision is made for deferred 
income taxes. Income taxes include a provision for deferred taxes of 
$736,400 in 1976 ($247,200 in 1975). 


Deferred income 

The Company has sold certain of its land and buildings and leased 
back these properties from the purchasers. The excess of the pro- 
ceeds from sale over net book value of the properties is being amor- 
tized over the term of the leases which, in each case, is ten years. 


2. LONG-TERM DEBT 


(a) An analysis of the Company’s long-term debt is as follows: 


1976 1975 
6%2% convertible sinking fund 
debentures due December 1, 
1987 $1,256,000 $1,456,000 
Capital assistance grants — 
non-interest bearing due 1976 
to 1980 98,329 130,204 
Mortgages payable (secured by 
land and buildings of subsidiary 
companies) — 8% due 1976 to 
1993 463,072 480,431 
Lien notes payable — 92% to 13% 
due 1976 to 1980 (including 
$360,000 notes of a subsidiary 
company) 3,922,752 3,342,166 
5,740,153 5,408,801 
Less due within one year 1,270,702 1,010,888 
$4,469,451 $4,397,913 


-_—_— 
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The 6%% subordinated, sinking fund debentures, maturing 
$75,000 annually with the balance due in 1987, are convertible 
into common shares at the holders’ option on or before December 
1, 1977 at the rate of 61.3087 common shares for each $1,000 
debenture. 


(c) Required payments during the next five fiscal years are as 
follows: 1977 — $1,270,702; 1978 — $1,165,322; 1979 — 
$1,021,523; 1980 — $368,603; 1981 — $317,613. 


3. SHAREHOLDERS’ EQUITY 


Preference shares 

(a) During the year the Company redeemed 37 preference shares at 
a price of $3,060. The discount of $640 realized on redemption 
has been included in contributed surplus. 
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(b) Under the conditions attaching to the preference shares the 
Company is required to establish a sinking fund on or before 
January 1 of each year for redemption of preference shares of an 
amount equal to the greater of: 


(i) 3% of the consolidated net profit for the preceding fiscal 
period after deducting dividends on preference shares, or 


(ii) 2% of the par value of the issued and outstanding preference 
shares at the end of the preceding fiscal period. 


Common shares 

(a) At July 31, 1976 a total of 77,004 authorized and unissued 
common shares are reserved for the conversion of 6/2% sinking 
fund debentures into common shares. 


(6) During the year 8,999 common shares were issued on conversion 
of $147,000 of 6%2% sinking fund debentures. 


(c) Retained earnings: 
Retained earnings includes $11,227 of contributed surplus arising 
from the redemption of preference shares. 


4. LEASE COMMITMENTS 

At July 31, 1976 the Company had lease commitments expiring 
between 1977 and 1985 providing for annual rentals of approximately 
$688,000 in each of the next five years. 


Auditor’s Report 


To the Shareholders of 
Magna International Inc.: 


We have examined the consolidated balance sheet of Magna Inter- 
national Inc. and its subsidiaries as at July 31, 1976 and the 
consolidated statements of income and retained earnings and 
Changes in financial position for the year ended on that date. Our 
examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence 
as we considered necessary in the circumstances. 


IN our opinion these consolidated financial statements present fairly 
the financial position of the companies as at July 31, 1976, the results 


5. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 
During the year remuneration paid to directors and senior officers 
including certain operational managers of the Company totalled 
$486, 100. 


6. ANTI-INFLATION LEGISLATION 

The Company and its Canadian subsidiaries are subject to the 
Anti-Inflation Legislation enacted by the government of Canada 
effective on October 14, 1975 to provide for the restraint on profit 
margins, prices, employee compensation and dividends. 


The compliance reports which are being filed with the Anti-Inflation 
Board indicate that the Company and its Canadian subsidiaries did 
not earn excess revenue for the year ended July 31, 1976. 


Under the amendments to the Regulations dated October 29, 1976, 
dividend payments for the compliance year commencing October 14, 
1976 are restricted to 25% of consolidated earnings for the year 
ended July 31, 1976 which equals $1.06 per share (calculated on the 
basis that all the outstanding sinking fund debentures will be conver- 
ted into common shares prior to the commencement of the second 
compliance period). 


of their operations and the changes in their financial position for the 
year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year. 


Toronto, Canada, 
November 9, 1976. 


Za_ La howe, Vlocaten ~ Bo. 


Chartered Accountants 


12 


A 


Magna 
International 
Inc. 


and its subsidiary companies 


The Automotive Industry 


The automobile will change just as all 
things change in response to their 
environment but the automotive 
industry will remain a vital part of the 
North American economy. Magna’s 
share of this market is relatively 
modest and consequently sees 
future growth opportunities because 
of the inevitable transformation of the 
automobile. 


1. Deep Drawing of Pulley Blanks 


2. Automotive Welding of Pulley 
Components 


3. Assembly of Automobile Sill 
Plates 
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Assembly 
Pulleys 


Trim 


1. Inspection of Anodized Aluminum 


2. Hub and Pulley Automotive 
3. A Partial Selection of Automotive 
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1. Programmed Anodizing Process 


2. Stamping Line Producing Bright 
Metal Parts 
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3. A Partial Selection of Bumper 
Guards 


1 4. Tool Maker Checking Stamping 
Die 
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Government policy recognizes the 
self-interest in supporting Canadian 
manufacturing. Major foreign 
expenditures will be offset to the 
greatest extent possible, by 
encouraging exports of Canadian 
aerospace components. Magna has 
oroduced sophisticated products for 
this industry and is striving to 
increase its participation in this new 
commitment. 
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High Precision Machining of 
Beryllium Component 


NC Piercing and Tapping 


Moog NC Machining Centre with 
24 Position Tool Changer 


Precision Component for Avionics 


Final Adjustment on Precision 
Component under Microscope 
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Structural Steel 

Magna regularly produces special 
structural steel components for 
resource and utility companies, as 
well as the industrial and commercial 
sector. All of these areas are 
characterized by their aggressive 
growth. This industry will 
undoubtedly contribute to the 
continued growth of Magna. 


1. Pedestrian Bridge, Holiday Inn, 
London, Ontario 


2. Heavy Structural Weldments 
3. Precision Plate Cutting 


4. Conveyor Gallery and Storage 
Structures for Resource Industry 
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Electric Motor Manufacturing 


Continued expansion of 
manufacturing Capability and 
capacity has rapidly moved Magna 
towards a leadership role in the 
manufacturing of fractioned 
horsepower electric motors. Fully 
integrated volume production 
methods have resulted in the capture 
of successively larger market shares. 
A strong emphasis on technological 
innovation supports this growth. 


1. Partial View of Production Area 


2. Flange Assembly Station 


3. Final Test Station 
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